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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
WELSH, LOUISIANA

Management’s Discussion and Analysis

The Management's Discussion and Analysis of the Jefferson Davis Central Waterworks District
(the District) financial performance presents a narrative overview and analysis of the District's
financial activities for the year ended June 30, 2013. This document focuses on the current
year's activities, resulting changes, and currently known facts in comparison with the prior
year's information. Please read this document in conjunction with the additional information
contained in the financial statements.

FINANCIAL HIGHLIGHTS

» The District's assets exceeded its liabilities by $3,601,034 (net position) for the fiscal year
reported.

¢ Total revenues of $981,043 exceeded total expenditures of $673,932, which resulted in a
current year surplus of $307,111, compared to prior year surplus of $280,236.

» Total net position are comprised of the following:

(1) Net investment in capital assets, net of related debt, of $2,756,982 include property
and equipment, net of accumulated depreciation, and are reduced for outstanding debt
related to the purchase of capital assets.

(2) Net position - restricted for debt service of $107,527.
(3) Net position - unrestricted net assets of $736,525.

¢ At the end of the current fiscal year, unreserved net position was 109% of total expenditures
and 75% of total revenues.

» Overall, the District continues to maintain a strong financial position and is continuing to
work to improve on this financial position.

OVERVIEW OF THE FINANCIAL STATEMENTS

This Management Discussion and Analysis document introduces the District’s basic financial
statements. The basic financial statements include the financial statements and notes to the
basic financial statements. The District also includes in this report additional information to

supplement the basic financial statements. Comparative data for the prior year is presented.

Basic Financial Statements

The basic financial statements present information for the District as a whole, in a format
designed to make the statements easier for the reader to understand. The statements in this
section include the Statement of Net Positions; the Statement of Revenues, Expenses, and
Changes in Net Position; and the Statement of Cash Flows.

GRAGSON, CASIDAY & GuUILLORY, L.L.I.
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3



JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
WELSH, LOUISIANA

Management's Discussion and Analysis
The Statement of Net Position presents the current and long-term portions of assets and liabilities

separately. The difference between total assets and total liabilities is net positoin and may provide
a useful indicator of whether the financial position of the District is improving or deteriorating.

The Statement of Revenues, Expenses, and Changes in Net Position presents information
showing how the District's assets changed as a result of current year operations. Regardless of
when cash is affected, all changes in net position are reported when the underlying transactions

occur. As a result, there are transactions included that will not affect cash until future fiscal
periods.

The Cash Flow Statement presents information showing how the District's cash changed as a
result of current year operations. The cash flow statement is prepared using the direct method
and includes the reconciliation of operating income (loss) to net cash provided (used) by operating
activities (indirect method) as required by GASB 34.

The notes provide additional information that is essential to a full understanding of the data
provided in the financial statments.

FINANCIAL ANALYSIS OF THE DISTRICT

The District’s net position at fiscal year-end is $3,601,034. The following table provides a
summary of the District's net position:

2013 2012
Assets:
Current assets $ 1,035,966 $ 926,934
Capital assets 3,411,982 3,239,356
Other assets 27,262 29,650
Total assets 4475210 4,195,940
Deferred outflows of resources - -
Liabilities:
Current liabilities 254,176 247,017
Long-term liabilities 620,000 655,000
Total liabilities 874176 802,017
Deferred inflows of resources - -
Net position:
Net investment in capital assets,
net of debt 2,756,982 2,549,356
Net position - restricted 107,627 102,078
Net position - unrestricted 736,525 642 489
Total net position $3601,034 $ 3203923

GRAGSON, CasiDAY & GUILLORY, L.L.P.
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
WELSH, LOUISIANA

Management's Discussion and Analysis

80% (80% for 2012) of the District's net position is tied up in capital assets and restricted net
position. The District uses these capital assets to provide services to its customers.

The following table provides a summary of the District's changes in net position:

2013 2012
Operating Revenues $ 551,301 $ 561,765
Non-operating Revenues 429,742 405,224
Total Revenues 981,043 966,989
Depreciation Expense 189,191 189,217
Other Operating Expenses 455,747 465,111
Non-operating Expenses 28,994 32,425
Totat Expenses 673932 686,753
Change in Net Position 307,111 280,236
Beginning Net Position 3,293,923 3,013,687
Ending Net Position $ 3,601,034 $ 3,293923
BUDGETARY HIGHLIGHTS
ENTERPRISE FUND

Actual revenues exceeded the budget by $81,043 or 9%, mainly due to ad valorem taxes and

miscellaneous revenue. Actual expenses were short the budget by $84,282 or 14%, mainly due
to depreciation.

CAPITAL ASSETS

The District’s investment in capital assets, net of accumulated depreciation as of June 30,
2013, was $3,411,982. See Note C for additional information about changes in capital assets

during the fiscal year and the balance at the end of the year. The following table provides a
summary of capital asset activity.

2013 2012

Nondepreciable assets:

Land $ 28285 $ 23,800
Depreciable assets:

Plant & Distribution system 6,219,080 5,866,407

Fumiture, fixtures and equipment 278,502 273,843

Total depreciable assets 6,497,582 6,140,250
Less accumulated depreciation 3,113,885 2,924 694
Book value-depreciable assets $3383697 $ 3215556
Percentage depreciated 48% 48%
Book value-all assets $3.411,982 $_3,239.356

GRAGSON, CASIDAY & GUILLORY, L.L.P.
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
WELSH, LOUISIANA

Management's Discussion and Analysis

This year's major capital additions included above were:

e 300,000 gallon water storage tank $ 331,971

e 405 of hurricane fence 6,260

e Cat walks filters 7,825
Debt

The District had $655,000 in revenue bonds outstanding at June 30, 2013. A summary of this
debt is shown in the table below.

2013 2012

Revenue bonds $ 655000 $ 690,000

During the year, the District retired $35,000 of the outstanding debt balance. See Note D for
additional information regarding long-term debt.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers and creditors with
a general overview of the District’s finances and to show the District's accountability for the
money it receives. If you have any questions about this report or need additional financial

information, contact Shirley Hudson, Office Manager of Jefferson Davis Central Waterwarks
District.

GRAGSON, CASIDAY & GUILLORY, L.L.I
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INDEPENDENT AUDITORS' REPORT

September 30, 2013

Board of Commissioners
Jefferson Davis Central Waterworks District
Welsh, Louisiana

Report on the Financial Statements

We have audited the accompanying financial statements of the Jefferson Davis Central
Waterworks District, a component unit of the Jefferson Davis Parish Police Jury, as of and for
the year ended June 30, 2013, and the related notes to the financial statements, which
collectively comprise the District's basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the Unites States of
America; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
basic financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the basic financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting principles used and the reasonableness of

significant estimates made by management, as well as evaluating the overall presentation of
the financial statements.

145 EAST STREET P.O. DRAWER 1847
LAKE CHARLES, LOUISIANA 70602-1847
TEL. (337) 439 19867 FAX (337) 439-1366




Board of Commissioners

Jefferson Davis Central Waterwaorks District
September 30, 2013

Page Two

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the Jefferson Davis Central Waterworks District as of June
30, 2013, and the respective changes in financial position and cash flows for the year then

ended in conformity with accounting principles generally accepted in the United States of
America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis and budgetary information on pages 3 through 6 and 24
through 25 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries,
the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
September 30, 2013 on our consideration of Jefferson Davis Central Waterworks District's
internal control over financial reporting and our tests of its compliance with certain provisions of
laws, regulations, contracts, and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Jefferson Davis Central Waterworks District's
internal control over financial reporting and compliance.

Logo., Loty 1. Uullry

GRAGSON, CASIDAY & GUILLORY, L.L.P.
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT

Statement of Net Position

June 30, 2013

2013 2012
ASSETS
Current Assets
Cash $ 730,776 $ 627,632
Accounts receivable, net 41,349 42 825
Prepaid expenses 13,148 12,572
785,271 662,929
Restricted Assets
Bond sinking fund
Cash 16,961 16,750
Bond reserve fund
Cash 82,190 81,308
Bond contingency fund
Cash 15,460 11,323
Customer deposits
Cash 136,084 134,624
_ ' 250,695 244 005
Total current assets 1,035,966 926,934
Property, plant and equipment
Land 28,285 23,800
Distribution system 6,219,080 5,866,407
Furniture, fixtures and equipment 37,571 36,593
Machinery and equipment 240,931 237,250
6,525,867 6,164,050
Less accumulated depreciation 3,113,885 2,924 694
3,411,982 3,239,356
Other assets
Construction period interest, net 27,262 29,650
DEFERRED OUTFLOWS OF RESOURCES - -
TOTAL ASSETS AND DEFERRED
OUTFLOWS OF RESOURCES $ 4,475,210 $ 4195940

The accompanying notes are an integral part of these financial statements.

Continued

GRAGSON, CASIDAY & GUILLORY, L.L.P.
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT

Statement of Net Position - Continued

June 30, 2013

2012

$ 66,486
4,901
3,935

75,322

35,000
7,303
129,392

171,695

247,017

655,000

902,017

2,549,356
102,078
642,489

2013
LIABILITIES
Current Liabilities
Payable from current assets
Accounts payable $ 68,693
Accrued liabilities 5,541
Other current liabilities 4,123
78,357
Payable from restricted assets
Current portion of revenue bonds 35,000
Accrued interest 7,084
Customer deposits 133,735
175,819
Total Current Liabilities 254,176
Long-term liabitities
Revenue bonds payable {net of current portion) 620,000
874,176
DEFERRED INFLOWS OF RESOURCES -
NET POSITION
Investment in capital assets, net of related debt 2,756,982
Net position - Restricted for debt service 107,527
Net position - Unrestricted 736,525
Total Net Position 3,601,034
TOTAL LIABILITIES, DEFERRED INFLOWS
OF RESOURCES AND NET POSITION 3 4,475,210

The accompanying notes are an integral part of these financial statements.

GRAGSON, CASIDAY & GUILLORY, L.L.P.
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
Statement of Revenues, Expenses and Changes in Net Position

Year Ended June 30, 2013

2013 2012
OPERATING REVENUES
Charges for services $ 482,706 $ 493,739
Installations 16,400 13,500
Penalties and reconnect fees 29,261 30,199
Miscellaneous 22,934 24,327
TOTAL OPERATING REVENUES 551,31 561,765
OPERATING EXPENSES

Advertising 983 415
Amortization 2,388 2,388
Auto mileage 3,600 3,300
Chemicals 18,707 20,505
Communications 4,453 4,025
Contract labor 240 880
Convention expense 659 914
Depreciation 189,191 189,217
Dues 5,342 6,179
Equipment rental 1,858 -
Fuel 10,160 8,463
Garbage service 276 296
Insurance - employees 30,567 29,011
Insurance - other 26,043 23,119
Meter reading services 17,555 16,355
Miscellaneous 2,982 1,197
Office 1,919 1,640
Per diem 5,700 7.300
Postage 5,211 4,600
Printing 1,840 252
Professional fees ' 5,000 4,500
Repairs and maintenance 36,423 65,333
Retirement 9,053 7,133
Salaries 190,062 181,062
Supplies 34,535 30,317
Taxes and licenses 14,543 13,851
 Utilities : 23,831 30,991
Water samples 1,120 1,085
TOTAL OPERATING EXPENSES 644 938 654,328
OPERATING PROFIT (LOSS) (93,637) (92,563)

The accompanying notes are an integral part of these financial statements.

Continued
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT

Statement of Revenues, Expenses and Changes in Net Positon - Continued

Year Ended June 30, 2013

2013 2012

NON-OPERATING REVENUES (EXPENSES)
Ad valorem taxes, net $ 419,560 $ 394,796
Interest income 10,182 10,428
Interest expense (28,994) (32,425)
400,748 372,799
CHANGE IN NET POSITION 307,11 280,236
NET POSITION - BEGINNING 3,293,923 3,013,687
NET POSITION - ENDING $ 3,601,034 $ 3,203,923

The accompanying notes are an integral part of these financial statements.
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
Statement of Cash Flows

Year Ended June 30, 2013

2013 2012
CASH FLOWS FROM OPERATING REVENUES
Received from customers $ 552,777 $ 562,941
Payments for supplies (261,055) {288,827)
Payments for services (190,062) (181,062)
NET CASH FLOWS FROM OPERATING
ACTIVITIES 101,660 93,052
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Contributions from customers 4,343 4,105
Acquisition of fixed assets {361,817) (42,137)
Principal paid on bonds (35,000) (300,000)
Ad valorem taxes 419,560 394,796
Interest paid on revenue bonds (28,994) {32,425)
NET CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES (1,908) 24,339
CASH FLOWS FROM INVESTING ACTIVITIES
Interest on investments 10,182 10,428
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS 109,934 127,819
CASH AND CASH EQUIVALENTS AT BEGINNING
OF YEAR 871,537 743,718
CASH AND CASH EQUIVALENTS AT END
OF YEAR $ 981,471 $ 871,537
The accompanying notes are an integral part of these financial statements.
Continued
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
Statement of Cash Flows - Continued

Year Ended June 30, 2013

2013 2012
RECONCILIATION OF OPERATING LOSS TO NET
CASH FLOWS FROM OPERATING ACTIVITIES
Operating profit {(loss) $ (93,637) $ (92,563)
Adjustments to reconcile operating loss to net
cash provided by operating activities
Amortization 2,388 2,388
Depreciation 189,191 189,217
(Increase) decrease in:
Accounts receivable 1,476 1,176
Prepaid expenses (574) (1,982)
Increase (decrease} in:
Accounts payable 2,207 (7,308)
Accrued liabilities 640 4,901
Accrued interest payable (219) (2,875)
Other current liabilities 188 98
NET CASH FLOWS PROVIDED FROM QPERATING
ACTIVITIES $ 101,660 $ 93,052
SUPPLEMENTAL DISCLOSURES:
Cash paid for interest $ 29,213 $ 35,300

The accompanying notes are an integral part of these financial statements.

GRAGSON, CASIDAY & GUILLORY, L.L.I
CERTIFIED PUBLIC ACCOUNTANTS

14




JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
Notes to Financial Statements
June 30, 2013
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Jefferson Davis Central Waterworks District is a political subdivision of the State of
Louisiana. It was created under the provisions of Louisiana Revised Statues 33:3811 for the
purpose of providing water to the rural area of Central Jefferson Davis Parish. The District is

governed by a board of commissioners composed of five members appointed by the Jefferson
Davis Parish Police Jury.

1. Reporting Entity

As the governing authority, for reporting purposes, the Jeff Davis Parish Police Jury is the
financial reporting entity. The financial reporting entity consists of (a) the primary government,
(b) organizations for which the primary government is financially accountable and (c) other
organizations for which the nature and significance of their relationship with the primary

government are such that exclusion would cause the reporting entity's financial statements to
be misleading or incomplete.

Governmental Accounting Standards Board Statement No. 14 established criteria for
determining which component units should be considered part of the Jeff Davis Parish Police
Jury for financial reporting purposes. The basic criterion for including a potential component
unit within the reporting entity is financial accountability. The GASB has set forth criteria to be
considered in determining financial accountability. This criteria includes:

1. Appointing a voting majority of an organization's governing body,
and
a. The ability of the police jury to impose its will on that
organization and/or
b. The potential for the organization to provide specific
financial benefits to or impose specific financial
burdens on the police jury.
2. Organizations for which the police jury does not appoint a voting
majority but are fiscally dependent on the police jury.
3. Organizations for which the reporting entity financial statements
~ would be misleading if data of the organization is not included
because of the nature or significance of the relationship.

Because the police jury appoints a voting majority to the district and has the ability to impose its
will, the District was determined to be a component unit of the Jeff Davis Parish Police Jury, the
financial reporting entity. The accompanying financial statements present information only on the
funds maintained by the District and do not present information on the police jury, the general

government services provided by the governmental unit, or the other governmental units that
comprise the financial reporting entity.

GRAGSON, CASIDAY & GUILLORY, L.L.P.
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
Notes to Financial Statements
June 30, 2013
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

2. Basis of Presentation

The accompanying financial statements of the Jefferson Davis Central Waterworks District
have been prepared in conformity with governmental accounting principles generally accepted
in the United States of America. The Governmental Accounting Standards Board (GASB) is the
accepted standard setting body for establishing governmental accounting and financial
reporting principles. The accompanying financial statements have been prepared in conformity
with GASB Statement 34, “Basic Financial Statements and Management'’s Discussion and
Analysis — for State and Local Governments”, issued in June 1999.

GASB 63 - “Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of
Resources, and Net Position” is adopted for the fiscal year ended December 31, 2012. GASB
63 provides financial reporting guidance for deferred outflows of resources and deferred inflows
of resources. Concepts Statement No. 4, Elements of Financial Statements introduced and
defined those elements as a consumption of net assets by the government that is applicable to
a future reporting period and an acquisition of net assets by the government that is applicable
to a future reporting period, respectively. Previous financial reporting standards do not include
guidance for reporting those financial elements, which are distinct from assets and liabilities.
Concepts Statement No. 4 also identifies net position as the residual of all other elements
presented in a statement of financial position. This Statement amends the net asset reporting
requirements in Statement No. 34, Basic Financial Statements — and Management'’s Discussion
and Analysis — for State and Local Governments, and other pronouncements by incorporating
deferred outflows of resources and deferred inflows of resources into the definitions of the
required components of the residual measure and by renaming that measure as net position,
rather than net assets.

GASB 65 - “Items Previously Reported as Assets and Liabilities” is adopted for the fiscal year
ended December 31, 2012, GASB 65 establishes accounting and financial reporting standards
that reclassify, as deferred outflows of resources or deferred inflows of resources, certain items
that were previously reported as assets and liabilities and recognizes, as outflows of resources
or inflows of resources, certain items that were previously reported as assets and liabilities.
This Statement amends the financial statement element classification of certain items
previously reported as net assets and liabilities to be consistent with the definitions in Concepts
Statement No. 4. This Statement also provides other financial reporting guidance related to the
impact of the financial statement elements deferred outflows of resources and deferred inflows
of resources, such as changes in the determination of the major fund calculations and limiting
the use of the term deferred in financial statement presentations.

The financial statements of the District are prepared on the accrual basis of accounting. Whereby
revenues are recognized when earned and expenses are recognized when incurred.

GRAGSON, CASIDAY & GuiLLORY, L.L.I.
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
Notes to Financial Statements
June 30, 2013
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNfING POLICIES - CONTINUED

Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund's principal ongoing operations. The
operating revenues of the District come from metered sales to residential and commercial
customers as well as service connection charges and penalties from late payment of bills.
Operating expenses for enterprise funds include the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as non-operating revenues and expenses.

3. Cash

Cash includes amounts in demand depasits, interest-bearing demand deposits, and time
deposits. Cash equivalents include amounts in time deposits and those investments with
original maturities of 90 days or less. Under state law, the District may deposit funds in
demand deposits, interest-bearing demand deposits, or time deposits with state banks
organized under Louisiana law or any other state of the United States, or under the laws of
the United States.

Under state law, the District may invest in United States bonds, treasury notes, or certificates.
These are classified as investments if their original maturities exceed 80 days; however, if the
original maturities are 90 days or less, they are classified as cash equivalents.

These deposits are stated at cost, which approximates market. Under state law, these deposits
(or the resulting bank balances) must be secured by federal deposit insurance or the pledge of
securities owned by the fiscal agent bank. The market value of the pledged securities plus the
federal deposit insurance must at all times equal the amount on deposit with the fiscal agent.

These securities are held in the name of the pledging fiscal agent bank in a holding or custodial
bank that is mutually acceptable to both parties. At June 30, 2013, the District has $985,315 in
deposits (collected bank balances). These deposits are secured from risk by $260,366 of

federal deposit insurance and $724,949 of pledged securities held by the custodial bank in the
name of the fiscal agent bank.

4. Accounts Receivable

Uncollectible amounts due for accounts receivable are recognized as bad debts using the direct
write-off method. Uncollectible amounts are recognized as bad debts at the time information
becomes available which would indicate that the particular receivable is not collectible. This
method does not result in a charge to a bad debt that is materially different from the amount
that would be charged if the reserve method were used.

GRAGSON, CasiDAY & GUILLORY, L.L.P.
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
Notes to Financial Statements
June 30, 2013
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

There appears to be concentration of credit risk with regard to general accounts receivable and
more specifically accounts receivable for water user fees. The District’s ability to collect the
amounts due from the users of the District water system and others (as reflected on the
financial statements) may be affected by significant economic fluctuations, natural disaster or
other calamity in this one concentrated geographic location.

5. Construction Period Interest

interest costs of $90,740 during original construction period of plant were capitalized and are
being amortized over the term of the original bond issue using the straight-line method.
Amortization expense was $2,388 for the year ended June 30, 2013.

6. Compensated Absences

The District has the following policy relating to vacation and sick leave:

Vacation - Two weeks after 1 year of service,
- Three weeks after 10 years of service,
- Four weeks after 20 years of service.

- Vacation may not be carried over to the next year and will not be paid
upon termination.

Sick Leave - One day per month after 30 days of employment.
- Maximum of 150 days may be carried over to the next year.
- Unused sick days will be paid upon retirement.

The District's recognition and measurement criterion for compensated absences
follows:

GASB Statement No. 16 provides that vacation leave and other compensated
absences with similar characteristics should be accrued as a liability as the benefits
are eamned by the employees if both of the following conditions are met:

a. The employees’ rights to receive compensation are attributable to services
already rendered.

b. ltis probable that the employer will compensate the employees for the
benefits through paid time off or some other means, such as cash
payments at termination or retirement.

GRAGSON, CASIDAY & GUILLORY, L.L.P.
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
Notes to Financial Statements
June 30, 2013
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

GASB Statement No. 16 also provides that a liability for sick leave should be accrued
using one of the following termination approaches:

a. An accrual for eamed sick leave should be made only to the extent it is
probable that the benefits will result in termination payments, rather than be
taken as absences due to illness or other contingencies, such as medical
appointments and funerals.

b. Alternatively, a governmental entity should estimate its accrued sick leave
liability based on the sick leave accumulated at the balance sheet date by
those employees who currently are eligible to receive termination payments
as well as other employees who are expected to become eligible in the
future to receive such payments.

At June 30, 2013, the District did not have an accrual for compensated absences.

7. Statement of Cash Flows

For purpose of the statement of cash flows, the District considers all highly liquid debt
instruments purchased with a maturity of three months or less when purchased to be cash
equivalents. The statement reflects ending cash and cash equivalents of $981,471 which
represents unrestricted amounts of $730,776 and restricted amounts of $250,695.

8. Budgets

An enterprise fund budget is adopted on a basis consistent with accounting principles

generally accepted in the United States of America. All annual appropriations lapse at fiscal
year end.

On or before the last meeting of each year, the budget is prepared by function and activity,
and includes information on the past year, current year estimates and requested
appropriations for the next fiscal year.

The proposed budget is presented to the government's Board of Commissioners for review. The

board holds a public hearing and may add to, subtract from or change appropriations, but may not
change the form of the budget.

Expenditures may not legally exceed budgeted appropriations at the activity level.
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
Notes to Financial Statements
June 30, 2013
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

9. Net Position
In the financial statements, equity is classified as net position and displayed in three components:

a. Net invested in capital assets, net of related debt — Consists of capital assets
including restricted capital assets, net of accumulated depreciation and reduced
by the outstanding balances of any bonds, mortgages, notes, or other
borrowings that are attributable to the acquisition, construction, or improvement
of those assets.

b. Restricted net position — Consists of net position with constraints placed on the
use either by (1) external groups such as creditors, grantors, contributors, or
laws or regulations of other governments; or (2) law through constitutional
provisions or enabling legislation.

¢. Unrestricted net position — All other net position that does not meet the definition
of “restricted” or “invested in capital assets, net of related debt”.

10. Estimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results
could differ from those estimates.

11. Subsequent Events

Management has evaluated subsequent events through September 30, 2013, the date the
financial statements were available to be issued.

12. Comparative Data

Comparative totals for the prior have been presented in the accompanying financial statements
in order to provide an understanding of changes in the District’s financial position and
operations.
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
Notes to Financial Statements
June 30, 2013
NOTE B - AD VALOREM TAXES

For the year ended June 30, 2013 taxes of 9.26 mills were levied on property with assessed
valuations totaling $43,970,834 and were dedicated as follows:

General operations 9.26 mills

Total taxes levied were $407,170.

Property tax millage rates are adopted in July for the calendar year in which the taxes are levied
and recorded. All taxes are due and collectible when the assessment rolls are filed on or before
November 15 of the current year, and become delinquent after December 31. Property taxes
not paid by the end of February are subject to lien.

In July 2012, a millage rate of 9.9 was approved for ten years effective in 2014.

NOTE C - FIXED ASSETS

All purchased fixed assets are valued at historical cost. The cost of normal maintenance and
repairs that do not add to the value of the asset or materially extend asset lives are not

capitatized. Improvements are capitalized and depreciated over the remaining useful lives of
the related fixed assets, as applicable.

Depreciation has been provided over the estimated useful lives of the assets using the straight-
line method. The estimated useful lives are as follows:

Plant & distribution system 7 - 50 years
Furniture, fixtures and equipment 5- 10 years
Machinery and equipment 5-10 years

A summary of changes in fixed assets for the year ended June 30, 2013 are as foliows:

Beginning End
of year Additions Deletions of year
Land $ 23800 $ 4485 $ - $ 28285
Construction in progress - - - -
Plant & Distribution System 5,866,407 352,673 - 6,219,080
Furniture, Fixtures & Equipment 273,843 4,659 - 278,502
6,164050 §$ 361817 $ - 6,525,867
Less accumulated depreciation (2.924 694) (3.113,885)
Totals $ 3,239,356 $3411982

Depreciation expense was $189,191 for the year ended June 30, 2013.
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
Notes to Financial Statements
June 30, 2013
NOTE D - LONG-TERM DEBT

The following is a summary of bond transactions of the District for the year ended June 30,
2013:

Bonds payable, June 30, 2012 $ 690,000
Bonds retired (35,000)
Bonds payable June 30, 2013 $ 655000

Bonds payable at June 30, 2013 are comprised of the following individual issue:

$750,000 revenue bonds dated January 21, 2010 due in annual
installments of $35,000 - $80,000 through April 1, 2025,

interest variable at 2.0% - 5.5% $ 655,000
Less currently payable 35,000
Total Long-Term Debt $_620,000

The annual requirements to amortize all debts outstanding, including interest of $195,964,
as of June 30, 2013 are as follows:

Year Ending June 30,
2014 $ 63,338
2015 67,375
2016 71,175
2017 69,713
2018 68,138
Thereafter 511,225

The revenue bonds are to be retired from revenues derived from the operation of the District.
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
Notes to Financial Statements
June 30, 2013
NOTE E - COMPONENTS OF RESTRICTED ASSETS

Revenue Revenue Revenue

Bond Bond Bond Customer
Sinking Reserve Contingency Deposits Totals
Cash $ 16,961 $82190 $ 15,460 $136,084 $ 250,695

Certain proceeds of enterprise fund revenue bonds are classified as restricted assets on the
balance sheet because their use is limited by applicable bond covenants. The “bond sinking"
account is used to segregate resources accumulated for debt service payments over the next
twelve months. The "bond reserve" account is used to report resources set aside to make up
potential future deficiencies in the revenue bond sinking account. The "bond contingency"
account is used to report resources set aside to meet unexpected contingencies or to fund
asset renewals and replacements.

The amount of restricted net position for debt service is detailed as follows:

Restricted assets: revenue bond sinking, reserve

and contingency funds $ 114,611
Less: Accrued interest, payable from restricted assets 7,084
Restricted Net Position $ 107,527

NOTE F - PER DIEM

Total per diem paid consisted of the following:

Benet Augustine $ 1,100
Lee J. Clement 1,000
Billy Compton 1,300
Steve Lopez 100
Billy Precht, Jr. 700
John Reeves 1,300
Kevin Webb 200

$ 5700

NOTE G - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
District maintains commercial insurance coverage covering each of those risks of loss.
Management believes such coverage is sufficient to preclude any significant uninsured losses

to the District. Settled claims have not exceeded this commercial coverage in any of the past
three fiscal years.
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT

Statement of Revenues, Expenses and Changes in Net Position -
Budget and Actual

Year Ended June 30, 2013

Variance
Favorable
Budget Actual (Unfavorable)
OPERATING REVENUES
Charges for services $ 480,000 $ 482706 $ 2,706
Installations 10,500 16,400 5,900
Penalties and reconnect fees 28,500 29,261 761
Miscellaneocus - 22,934 22934
TOTAL OPERATING REVENUES 519,000 551,301 32,301
OPERATING EXPENSES
Advertising 1,000 983 17
Amortization - 2,388 (2,388)
Auto mileage - 3,600 (3,600)
Chemicals 28,000 18,707 9,293
Communication 5,000 4453 547
Contract labor 2,000 940 1,060
Convention expense 1,500 659 841
Depreciation 39,000 189,191 (150,191)
Dues 8,000 5,342 2,658
Equipment rental 7,600 1,855 5,745
Fuel 16,500 10,160 6,340
Garbage service 500 276 224
Insurance - employees 30,000 30,567 {567)
insurance - other 28,000 26,043 1,957
Meter reading services 20,000 - 47,585 2,445
Miscellaneous 6,000 2,982 3,018
Office 2,500 1,919 581
Per diem 7,000 5,700 1,300
Postage 6,000 5,211 789
Printing 2,000 1,840 160
Professional fees 6,000 5,000 1,000
Repairs and maintenance 45,000 36,423 8,577
Retirement 9100 9,053 47
Salaries 190,100 190,062 38
Supplies 40,000 34,535 5,465
Taxes and licenses 14,550 14,543 7
Utilities 43,000 23,831 19,169
Water samples 2,000 1,120 880
TOTAL OPERATING EXPENSES 560,350 644,938 (84,588)
OPERATING INCOME (LOSS) (41,350) {93,637) (52,287)
NON-OPERATING REVENUES (EXPENSES)
Ad valorem taxes (net) 371,000 419,560 48,560
Interest income 10,000 10,182 182
Interest expenses {29,300) (28,994) 308
351,700 400,748 49,048
Continued
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT

Statement of Revenues, Expenses and Changes in Net Position -
Budget and Actual - Continued

Year Ended June 30, 2013

Variance
Favorable
Budget Actual (Unfavorable)
CHANGE IN NET POSITION $ 310,350 $ 307411 $ (3,239)
NET POSITION - BEGINNING 3,293,923 3,293,923 -
NET POSITION - ENDING $ 3604273 $ 3,601,034 $ {3,239)
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

September 30, 2013

Board of Commissioners
Jefferson Davis Central Waterworks District
Welsh, Louisiana

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States, the financial
statements of the Jefferson Davis Central Waterworks District, a component unit of the
Jefferson Davis Parish Police Jury, as of and for the year ended June 30, 2013, and the related
notes to the financial statements, which collectively comprise Jefferson Davis Central
Waterworks District's basic financial statements, and have issued our report thereon dated
September 30, 2013.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Jefferson Davis
Central Waterworks District’'s internal control over financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the District’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the District’s internal control.

A deficiency in internal control exists when the design or operation of a control does not aliow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the District's financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
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Jefferson Davis Central Waterworks District
September 30, 2013
Page Two

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Jefferson Davis Central Waterworks
District's financial statements are free of material misstatement, we performed tests of its
' compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompiiance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that
is required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the entity's internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the entity's
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose. Under Louisiana Revised Statute 24:513, this report is distributed by the Legislative

Auditor as a public document.
“ l LY
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JEFFERSON DAVIS CENTRAL WATERWORKS DISTRICT
Schedule of Findings and Responses

Year Ended June 30, 2Q13

Summary of Auditors' Results:

Type of auditors’ report issued: unqualified

Internal control over financial reporting:

* Material weaknesses(es) identified? yes _X no
o Control deficiencies identified that are

not considered to be material weakness(es)? yes _ X none reported
* Noncompliance material to financial

statements noted? yes _X_no

Findings Relating to the Financial Statements Which are Required to be Reported in
Accordance with Generally Accepted Governmental Auditing Standards

None

Findings and Questioned Costs for Federal Awards

N/A

Prior Year Findings

Finding #2012-01:
Budgetary authority and control

Corrective Actions Taken: Satisfactorily corrected
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